









































Unitil Energy Systems, Inc.
Docket No. IR 20-089
NHPUC Information Requests — Set 1

Received: June 4, 2020 Date of Response: March 1, 2021
Request No. NHPUC 1-10 Witness: Todd Diggins

2020Q1 volumes have decreased year over year, Private Placement 2020Q1 utility volumes have
increased as issuers have expressed interest in the historically stable utility industry, given continued
uncertainty around the COV-19 pandemic. The equity markets continue to be volatile and may not be a
preferable source of capital at this time.
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Request No. NHPUC 1-11 Witness: Daniel Hurstak & Christopher Goulding
Request:

Describe incremental costs associated with the COVID-19 pandemic since the State of
Emergency order, how the cost is calculated, cost to date, accounting treatment, impact
on earnings, and proposed or planned rate treatment.

March 1, 2021 Updated Response:

Pandemic related costs
The following table highlights the approximate expense amounts recorded through
February 28, 2021:

Company Expenses to date
UES $54,500
Northern $119,000
Bad debt expense

The following table highlights the approximate incremental bad debt expense amounts
recorded through January 31, 2021 (amounts for February are not yet available):

Company Expenses to date
UES $109,000
Northern $55,000

The uncertainty related to the duration and effect of the pandemic as well as any
changes in federal stimulus or other economic conditions in 2021 could significantly
affect the amount of uncollectible accounts for UES and Northern. The Companies will
continue to review bad debt expense and uncollectible accounts as part of the monthly
and quarterly closing procedures. These reviews may affect the amounts reported for
incremental bad debt expense.

Waived Fee Revenue
The following table highlights the approximate waived fee revenue amounts through
February 28, 2021:

Company Expenses to date
UES $530,000
Northern $161,000
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Employment Tax Credits

The CARES Act enacted the Employment Retention Credit (‘ERC”) to incentivize
companies to retain employees. The ERC is a 50% credit on employee wages for
employees that are retained and cannot perform their job duties at 100% capacity as a
result of coronavirus pandemic restrictions. The ERC is taken as a credit on
employment tax form 941. In Q3 2020, UES and Northern recorded an ERC of
approximately $120,000 as a reduction to employment tax expense. The following table
highlights the reduction by company:

Company
UES $32,511
Northern $87,364

Original June 30 Response:

The Company has created separate general ledger accounts to track certain pandemic related costs (separate
accounts for UES and Northern). The Company is using these accounts to track certain costs specifically related to
the pandemic, including, but not limited to, additional personal protective equipment and cleaning costs. The
Company has leased additional vehicles in order to allow one person per vehicle to comply with social distancing
guidelines and current work practices. The Company has also experienced an increase in certain costs to support a
remote workforce as well as increased bad debt expenses.

UES and Northern are continuing to analyze all expenses and ongoing projects to identify and quantify amounts that
are related to the pandemic. The amounts included in this response are subject to change.

Pandemic related costs

UES and Northern are incurring incremental costs associated with cleaning facilities and equipment, personal
protective equipment, maintaining a remote workforce and other costs to work safely while providing essential
services to our customers after the Governor’s state of emergency order. These costs are incremental to the costs
currently recovered through distribution rates. These expenses are generally based on amounts paid to vendors and
are currently recorded as operating expenses.

The following table highlights the approximate expense amounts recorded through June 25, 2020:

Company Expenses to date
UES $41,000
Northern $47,000

Because these costs are outside the normal course of business and may continue for a significant period of time, the
Commission should allow utility distribution companies to defer these costs as a regulatory asset for later
consideration.

Bad debt expense

UES and Northern recover delivery-related bad-debt costs through base distribution rates for all distribution
components of an electric or gas bill. Delivery related bad-debt cost is determined at the time of a base distribution
rate case and is computed for inclusion in base rates using a three-year average of net charge-offs. UES and
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Northern have used the highest annual bad debt write-off rate from the past several years to initially estimate the
impact that the pandemic will have on collection of customer receivable balances. UES and Northern will also
consider other quantitative and qualitative factors in assessing the adequacy of the bad debt reserve.

The following table highlights the approximate incremental bad debt expense amounts recorded through May 31,
2020:

Company Expenses to date
UES $20,000
Northern $44,000

With arrearages expected to increase to historical dimensions, the incremental level of delivery-related bad debt cost
will need to be addressed through a deferral. The Commission should allow utility distribution companies to create a
regulatory asset to allow for the future consideration and recovery of delivery-related bad-debt costs above normal
levels.

Waived Fee Revenue

UES and Northern charge fees to customers for various services and the fee revenue is built into distribution rates in
a rate case. UES and Northern are waiving fees in light of current circumstances. Given the uncertainty surrounding
the timing for reinstating these fees, the Commission should allow these fees to be deferred as a regulatory asset for
later consideration. These fees include reconnection fees, late fees and other fees.

The following table highlights the approximate waived late fee revenue amounts through May 31, 2020:

Company Expenses to date
UES $88,000
Northern $37,000

Working Capital

The most immediate concern facing the electric and gas distribution businesses is the expected increase in cash
working capital requirements due to the increased lag in customers paying their bills. We anticipate significant
increases in cash working capital costs compared to the amount currently recovered in base distribution rates. We
are currently tracking this data and will update the Commission when we have developed a better assessment of the
impacts, but believe that a recalculation of working capital requirements may become necessary if the payment lags
continue to increase.
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